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Local governments at all levels have been plagued by debt problems in our 
country, especially since the spread of the global financial crisis in 2008. The 
problems have affected the world economy continuously. Many cities and regions 
also have suffered larger impacts. In the face of the rapid development of urbanization 
today, China's local governments increasingly and strongly demand for capital. Under 
the restriction of the law legal system and financial system and administrative system, 
local governments only through the so-called "financial innovation" borrowed heavy 
debt, growing debt's risk which caused a serious threat to the local economic 
development. 
The local government debt problem has aroused extensive concern of 
governments and the society from all walks of life. Especially since 2010, the central 
government rolled densely out local government debt control policy. In 2014 the most 
authoritative guiding documents faced the world, and then the new budget law was 
implemented in 2015, which strengthened the local government debt risk control 
status from the point of law and required the local government to assess debt through 
the early warning mechanism, and announced clearly the principle of “NO  
RESCUE” from central government. Under this background, this article from the 
local government debt risk and early warning theory, analyses the existing local 
government debt scale, characteristics, generation mechanism and current risk early 
warning system situation, and then tries to set up the early warning system by 
multidimensional risk index, the mathematical model to assess risk, warning signal, 
the implementation of risk control. To enhance the practicality of the early warning 
system and to consider existing debt in our country and the urbanization construction 
pressure mainly concentrated in the urban level, this article selects Y area as the 
object of empirical study, through visit and consult a large number of data, detailedly 
analyzes the debt data from 2005 to 2014 and the early warning system for actual 
situation, determines the risk level year by year, and puts forward the feasible 
optimization countermeasures to strengthen the government debt risk early warning 
and control ability in Y area , to provide certain reference to other areas in China . 
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